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E.O. 11652: N/A 
TAGS: ECON. EFIN, GW 

SUBJECT: GERMAN GNP: THE OUTLOOK FOR 1978 

1 . CURRENTLY PROJECTIONS FOR GERMAN REAL GNP GROWTH 
FOR 1978 RANGE FROM A PUBLISHED 3.5 PERCENT REAL GROWTH 
ESTIMATE BY IFO TO 5.0 PERCENT INTERNAL PROJECTIONS BY 
THE KIEL ECONOMIC RESEARCH INSTITUTE. GOVERNMENT 
ECONOMISTS TEND TOWARD A 4.5 PERCENT "GOAL" PROJECTION, 
BUT CONCEDE THAT ADDITIONAL MEASURES WILL BE NEEDED TO 
REACH THIS GOAL. 

2. IF THE EMBASSY'S GNP PROJECTION FOR 1977 (SEE BONN 
12896) SHOULD BE REALIZED, 1978 GNP WILL BENEFIT FROM A 
CONSIDERABLE "OVERHANG" IN THE SENSE THAT IF THE FOURTH 
QUARTER 1977 GNP LEVEL WOULD BE MAINTAINED DURING ALL 
OF 1978, GNP IN 1978 WOULD EXCEED 1977 BY 2.1 PERCENT 
WITHOUT ANY FURTHER GROWTH DURING THAT YEAR. ON THIS 
LIMITED OFFICIAL USE 
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BASIS WE CONSIDER THE IFO "NO POLICY CHANGE" 3.5 PERCENT 
GROWTH PROJECTION A MINIMUM ONE WHICH MIGHT WELL BE 
EXCEEDED EVEN IF, CONTRARY TO OUR EXPECTATION, NO NEW 
FISCAL STIMULOUS SHOULD BE DECIDED UPON. 

3. IFO'S PROJECTION BREAKS DOWN AS FOLLOWS: 
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1978 GERMAN GNP 

(PERCENTAGE CHANGE OVER 1977, AT 1970 PRICES) 


PRIVATE CONSUMPTION 2.5 

GOVERNMENT CONSUMPTION 3.0 

INVESTMENT IN EQUIPMENT 4.0 

CONSTRUCTION 3.5 

INVENTORIES DM 10.0 BILLION 

NET FOREIGN BALANCE (1) DM 38.0 BILLION 


GNP 3.5 

(1) THIS CONSTITUTES AN INCREASE OF DM 6 BILLION FROM 
THE NET FOREIGN BALANCE IFO PROJECTS FOR 1977 AND 
RESULTS FROM A PROJECTED 7.5 PERCENT INCREASE OF 
EXPORTS OF GOODS AND SERVICES AND A 6 PERCENT 
INCREASE OF IMPORTS. 

4. IFO INFORMALLY AND CONFIDENTIALLY TELLS US THAT 
ITS ESTIMATE IS BASED ON AN ESTIMATED GROWTH RATE OF 
APPROXIMATELY 4 PERCENT (SAAR) DURING THE FIRST HALF 
OF 1978 AND 3 PERCENT (SAAR) DURING THE SECOND HALF. 
STOESSEL 
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